KHAI MA MUNICIPALITY 


Individuals as well as their close family members, and/or entities are related parties if one party 
has the ability, directly or indirectly, to control or jointly control the other party or exercise 
significant influence over the other party in making fnancial and/or operating decisions. It 
includes full-time councillors, being the Executive Mayor, Deputy Mayor and Speaker. Key 
management personnel is defined as the Municipal Manager, Chief Financial Officer and all other 
managers reporting directly to the Municipal Manager or as designated by the Municipal 
Manager 

1.22. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, municipality 
or organ of state and expenditure in a form of a grant that is not permitted in terms of the 
Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance and where recovered, it 
is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.23. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 200), the Public Office Bearers 
Act, and (Act. No. 20 of 1998) or is in contravention of the Municipality's Supply Chain 
Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1.24. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.25. CONTINGENT LIABILITIES 

All known contingent liabilities are reflected in the financial statements. 

1.26. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on the 
relevance of any such amendment to the format and presentation of the financial statements. The 
principal amendments to matters disclosed in the current financial statements include 
fundamental errors, and the treatment of assets financed by external grants. 


Accounting Policy - 2009 


AP-23 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 

HOUSING DEVELOPMENT FUND 

R 

R 

Housing Development Fund 

12.841 

12.049 

Unappropnated Surplus 

12,641 

12.049 

Loans extinguisried by Government on 1 April 1888 



Total Housing Development Fund Assets and Liabilities 

12,841 

12,049 

NET ASSET RESERVES 

RESERVES 

4353,078 


Capital Replacement Reserve 



Capitalisation Reserve 



Government Grant Reserve 



Donations and Public Contribution Reserve 



Self Insurance Reserve 



Revaluation Reserve 

4.353,078 


Total Net Asset Reserve end UablHtles 

4,363,078 



2009 

2008 

LONG TERM UABILIT1ES 

R 

R 

Annuity Loans - At amortised cost 

1,497.084 

2,004.029 

Less: Current Portion transferred to Current LlabilitieB 

(36.262) 

(18.324) 

Annuity Loans - At amortsed cost 

(35,262) 

I (18,3241 


1,461,822 

1,966,706 

Less: Unamortised charges on loans 

(1,107,633) 

(1,696,182) 

Balance 1 July 

(1.598,182) 


Adjustment for the penod - Note 33 

486.549 

158.319 

Restatement of prior year compantives - Note 43 


(1,754,501) 

Total Long-term Liabilities • At amortised cost using the effective interest rats method 

364,189 

389,624 

FINANCE LEASES 

CapitaJised Lease Liability - At amorused cost 

Leas: Currant Portion transferred to Current Liabilities 

34.843 

58,816 

Capitalised Lease Liability - At amortised cost 

(25.624) 

(23,973) 

Total Finance Leases 

9,019 

34,843 


2009 

2008 


R 

R 

The obligations under finance leases are scheduled below 

Minimum 


lease payments 

Amounts payable under finance leases 

Payable within one year 

27,552 

27,552 

Payable within two to five years 

9,160 

38,712 

Payable after five years 




36,712 

64 264 

Leee: Future finance obligations 

(1.869) 

(5.446) 

Present value of lease obligations 

34,843 

66,816 


Refer to Appendix A for deecnptiona, maturity dates and efTecuve interest rates of structured loans and finance 
Leases are secured by property, plant and equipment • Note 1 4 


NON-CURRENT PROVISIONS 


Provision for Post Retirement Benefits 
Provision for Rehabilitation of Landfill-sites 
Total Non-current Provision Liabilities 


2,142.624 

2.750.000 


2.068,782 

2.370,548 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 



2009 

2008 

Post Ratinmant BeneffU 

R 

R 

Balance 1 July 

2.152,606 

1,909.751 

Contnbution tor the year 

290,473 

203.485 

Expenditure for the year 

(82,824} 

(78,204) 

Actuanal LossfCGain) 

(128,371) 

117,574 

Total provision 30 June 

2,233,884 

2.152.608 

Less: Transfer of Cunent Portion to Currant Provisions • Note 8 

(91,260) 

(82,824) 

Balance 30 June 

Landtfn Sftes 

2,142,824 

2,069,782 

Balance 1 July 

2,560,273 

2,248,305 

Contnbution tor the year 

Expenditure tor the year 

189,727 

311.968 

Total provision 30 June 

2,780,000 

2,660,273 

Lass: Transfer of Current Portion to Current Provisions - Note 8 


(189,727) 

Balance 30 June 

2,780,000 

2,370,646 

TOTAL NON-CURRENT PROVISIONS 

Balance 1 July 

4,712.879 

4,158,056 

Contribution for the year 

480,200 

515,453 

Expenditure tor the year 

(82,624) 

(78.204) 

Actuanal LosB/(Gain} 

(126,371) 

117.574 

Total provision 30 June 

4.983,884 

4,712,679 

Lest: Transfer of Current Portion to Current Provisions - Note 8 

(91,260) 

(272.551) 

Balance 30 June 

Provision for Post Retirement BenefKs 

4.892,624 

4,440,328 

The Post Retirement Benefit Plan is a defined benefit plan, of which the members are made up as follows. 

In-service (employee) members 

11 

11 

Contlnuaboin members (e.g. Retirees, widows, orphans) 

4 

4 

Total Members 

16 

16 

The liability In respect of past service has been estimated to be as follows- 

in-service members 

793,761 


ContinuBtlan members 

1,440,123 


Total UabllKy 

2,233,864 

2,162,606 


T^e municipality makes montfily contributions for health care arrangements to the Allowing meOicai aid schemes 

LA Health 
Key Health 

The Currant'Sevica Cost for the errsuing year ts estimated to be R 64.362, whereas the Interest Cost tor the next 
yeans estimated to be R 201,741 


Key actuarial assumptions used; 

1} Rate of Interest 
Discount rata 

Health Care Cost infiation Rate 
Net Effective Discount Rate 

11} Mortality rates 

The PA 90 ultimate table, rated down by 1 year of age was used by the actuanes 


2009 2008 

% % 


922% 10.98% 

7 67% 10 02% 

1 .43% 0 68% 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 
ill) Normal retiremant age 

The normal ratiremeni age for employees of the muniopaiity is 63 years. 


2009 2008 

R R 

The amourrts recognleed In the Statement of Financial Posttion are aa follows: 


Present value of fund oOiigations 2.233.664 2,152,606 

Fair value of plan assets 



2.233.884 

2,152.606 

Unrecognised past service cost 



Unrecognised actuanai gains/(i05ses) 



Present Value of unfunded obligations 



Net llablllty/|asset) 

The muniapahty has elected to recognise the full increase in this defined benefit liability immediatety as per IAS 

19. Employee Benefits, paragraph 155 {a). 

2,233,884 

2,162,606 

Reconciliation of present value of fund obligation: 

Present value of fund obligation at the beginning of the year 

2,152.606 

1,909,751 

Total expenses 

207,649 

125.281 

Cunent service cost 

60,751 

47.213 

Interest Cost 

229,722 

156,272 

Benefits Paid 

(82.824) 

(78,204) 

Actuarial (gainsi/iosses 

(128,371) 

117.574 

Present value of fund obligation at the end of the year 

2,233,884 

2,162,808 

Reconciliation of fair value of plen assets: 

Fair value of plan assets at the beginning of the year 



Expected return on plan assets 



Contributions: Employer 



Contributions. Employee 



Past Service Costs 



Actuanai (gains)/losses 



Benefits Paid 



Fair value of plan assets at the end of the year 



The effect of a 1 % movement in the assumed rate of health care cost inflation is as follows 


Increase 

Decrease 

Effect on the aggregate of the current service cost and interest coat components 

344,900 

247,100 

Effect on the defined benefit obligation 

2.S99.000 

1,936.000 


2009 

2008 

Provision for the rehabilitation of landflli-eltes 

R 

R 

Balance 1 July 

2.560,273 

2,246,305 

Charged/{credited) to the income statement 

109,727 

311,968 

Additional provisiorts 

189,727 

311,966 

Contnbution to provision • Change in Accounting Policy 



Reversal of provision overstated 



Transfer to current portion 



Balance 30 June 

2,760,000 

2,660,273 


In terms of the llcsnsing of the lanOHIf refuse site, the municipality will incur rehaPlhtation costs In future to restore 
the sites at the end of their useful lives, estimated to be in 2012 Provision has been made for closing- and 
rehabilitation costs till date The muniopelity is in process to calculate the projected cost of rehabilitabon in 2012. 

Exemptions taken for provisions according to Directive 4 • Transitional Provisions for Medium end Low Capecity 
Munlapallties - Note 60 
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KHAI-WA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

2009 2008 

R R 

6.3 Retirement funds 

CAPE JOINT PeNSION FUND 

This fund compnsfiB a defined benefit section and a defined contnbuton section The Cape Jotnt Pension Fund 
IS a mutti-empioyer pian and the contribution rate payable is 9%. by the members and 18% by Council In respect 
of the defined benefit section the last valuation performed for the year ended 30 June 2008 (30 June 2007) 
revealed that the fund had an actuanal surplus of Rie2,733 (R 200.209) million with a funding level of 106,5% 

(107.1%), and IS in a sound finanoal state asat 30 June 2008 


CAP E JOWr RETIREMENT FUND 

This fund compnses a defined benefit section and a defined contnbution section The contnbutlon rate paid by 
the members (9,0%) and Counol (18,0%) is sufficient to fund the benefits accruing from the fiind m fiAura. In 
respect of the defined contnbution section the last valuation performed for the year ended 30 June 2008 (30 June 
2007} revealed that the fund had an actuanal surplus of R12.033 (R 20,22) million with a funding level of 103,3% 
(10S.3%) and is in a sound financial position as A 30 June 2008. 


6 


MUNICIPAL COUNdLLORS PENSfOW 

The Muntapel Counallors Pension Fund operates as a defined contnbution scheme The contribution rate paid 
by the members (13,75%) end council (15%) The financial statements of the fund have not been audited since 
June 2006 and the finanoal position of the fund is not available 

CONSUMER DEPOSITS 


Water and Electnoty 
Total Consumer Depoeits 


The fas' value of consumer deposits approximate their carrying value Interest is not paid on these amounts 

Guars ntaes held In lieu of Water Deposits 

PROVISIONS 

Performance Bonuses 

Current Portion of Non-Curent Provisions 

Current Ponton of Rehabilitation of Landfill Sites - Note 6 
Current Portion of Post Retirement Benefits - Note 6 

Total Provisions 

The movement in current provisions ars reconciled as follows 

Rehabllitaaon of Landfill Sit9S 

Balance at beginning of year 
Transfer from non-current 
Contnbution to provision 
Expenditure incurred 

Balance at end df year 

Post Re ti remerrt Bert eftfs 

Balance at damning of year 
Transfer from non-current 
Contnbution to provision 
Expenditure incurred 

Balance at end of year 


47 767 

41,807 

47,767 

41,807 


91,260 

272,551 


189,727 

91,260 

62,824 

91,260 

272,681 


189.727 


• 189,727 

91,260 

82,824 

91,260 

82,824 
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KHAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

2009 2008 

R R 

TOTAL ‘ CURRENT PROVISIONS 

Balance at beginning of year 13,224 9.3S3 

Transfer from non-current 91,260 272,551 

Transfer to Trade Peyaoies 
Contnbufion to provision 
Expenditure irKxirred 

Balance at end of year 104,484 281,914 


For more information regarding the provisions for Post Retirement Benefits and Long-term Service Awards • 
Refer to Note S to the Financial Statements, Other Defined Benefit Plan information 


Exemptions taken for provisions according to Directive 4 - Transitional Provisions for Medium and Low Capacity 
Municipalities • Note 60 

TRADE AND OTHER PAYABLES 


Payments received in advance 

59,783 

15,651 

Sundry Creditors 


4,718 

Staff Leave 

475.941 

13,224 

Other Creditors 

4.997,803 

2,158,064 

Deposits Other 

4,000 


Total Trade Payables 

5,537.827 

2.191.887 

SlafT Leave 

Balance at beginning of year 

13.224 

9,363 

Contribution to provision 

517.633 

100,000 

Expenditure incurred 

(54.916) 

(96,139) 

Balance at end of year 

UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 

478,941 

13,224 

Condittoral Grwnta from other spheres of Government 

Unspent Grants 

2,750,661 

736,816 

National and Provincial Govammenl Grants 

Correction of error - Note 

2,750,661 

736,816 

Restated balance 30 June 2007 

2,750 681 

736.810 

Less: Unpaid Grants 



National Government Grants 



Provincial Govemement Grants 



Other Sources 



Total Conditional Grants and Receipts 

2.750,661 

736,816 


See appendix "F' for reconciliation of grants from other spheres of government The Unspent Grants are cash- 
backed by term deposits. The municipality complied with the conditions attached to ail grants received to the 
extent of revenue recognised No grants were withheld. 

UNSPENT CONDITIONAL PUBLIC CONTRIBUTIONS AND RECEIPTS 

Unspent augmentation fees from developers 


TAXES 
VAT Payable 

VAT Receivable 324,330 

SHORT-TERM LOANS 


The MunlapaJity has no short term loans. 




KKAI-MA MUNICIPALITY 


NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


14 PROPERTY. PLANT AND EQUIPMENT 
30 JUNE 2009 

I Reconciliation of Carrying Value 


Carrying value at 1 JULY 2008 
Cost 

Ongtnal Cost 

Change in Accounting Policy - Note 42.3 
Revaluation 

Accumulated Depreciation 

Original Cost 
Revaluation 

Acquisitions 
Under Construction 

Transfers from/(to) Non-current Assets Held for Sale - Note 15 
Cost 

Accumulated Depreciation 

Transfers from/(to) Investment Properties - Note 16 
Cost 

Accumulated Depreaation 

Transfers from/(to) Intangible Assets • Note 17 

Cost 

Accumulated Depreoation 
Revaluations 
Depreciation 
Normal Depreciation 

Backlog Depreciation previously not recorded 

Carrying value of disposals 

Cost 

Accumulated Depreciation 
Items of PPE Derecognised 
Cost 

Accumulated Depreciation 
Carrying value at 30 JUNE 2009 
Cost 

Origirral Cost 
Revaluation 


Land and 




Lease 




Buildings 

Infrastructure 

Community 

Heritage 

Assets 

Other 

Housing 

Total 

R 

R 

R 

R 

R 

R 

R 

R 

14,379,472 

8,587,228 

6,968,331 

61,970 

49,573 

4,068,729 


34,115,302 

15,098,888 

19,508.317 

7,579,110 

61.970 

114,399 

5.596,611 


47,959.295 

15,098,888 

19,508,317 

7,579,110 

61,970 

114,399 

5,596,611 


47,959,295 

-719,416 

-10,921,089 

-610,779 


-64,826 

-1,527,882 

• 

-13,843,993 

-719,416 

-10.921,089 

-610,779 

- 

-64,826 

-1,527,882 


-13,843,993 

15,865,295 

806,656 

- 

- 

- 

9,824 

- 

16,681,775 

* 

. 

10,826 

. 

. 



10.826 

- 


- 

- 

- 

- 

- 

- 



- 

- 

- 

- 



• 

- 

- 

1,951.106 

28,000 

2,555,350 

- 

- 



4,534,456 

-107,574 

-707,532 

-324,869 

- 

-22,880 

-517,613 


-1,680,466 

-107,574 

-707,532 

-324,669 

. 

-22,880 

-517,613 

. 

•1,680.466 

- 


. 

- 

. 

• 

* 

* 

• 

-6,966,666 

-27,227 

-767,794 

■ 


-161,121 

- 

-7.922,807 

-7,119,204 

-77,678 

-1,175,865 

. 

- 

•1.279,754 

- 

-9,652,500 

152.538 

50,451 

408,071 

- 


1.118,634 

* 

1,729,693 

25,121.634 

8,687,126 

8,441,845 

61,970 

26,693 

3,399,819 

- 

45,739,086 

25,796,085 

20.265,296 

8,969,422 

61,970 

114,399 

4,326,681 

- 

59,533,852 

23,844,979 

20,237,296 

6.414.072 

61,970 

114,399 

4,326,681 


54,999.396 

1,951,106 

28,000 

2,555,350 

- 



• 

4,534,456 

-674,452 

-11,578,170 

-527,577 

■ 

-87,706 

-926,862 

- 

-13,794,766 

-674,452 

-11,578,170 

-527,577 

- 

-87,706 

-926,862 

- 

-13,794,766 




- 



• 



Accumulated Depreciation 

Original Cost 
Revaluation 
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30 JUNE 2008 


Reconciliation of Carrying Value 

Land and 
Buildings 

R 

Infrastructure 

R 

Community 

R 

Heritage 

R 

Lease 

Assets 

R 

Other 

R 

Housing 

R 

Total 

R 

Carrying value at 1 JULY 2007 

13.419.092 

6.665.186 

6,950.672 


49,573 

3.495.685 


30,500.208 

Cost 

14,070.005 

16.903,181 

7,388.349 

- 

114,399 

4.577.697 


43.053.631 

Original Cost 

Change in Accounting Policy 

8,896,700 

5.171.305 

16.841,852 

61,329 

7,388.349 


114,399 

2,694.226 

1.883,471 


35.937.526 

7,116,105 


Accumuiated Depreciation 

-650,912 

-10.237,995 

-437.677 

- 

-64,826 

-1,082,012 


-12,473.423 

Original Cost 

Change in Accountng Policy 

-485.510 

-165,402 

-10.237,995 

-437.677 


-64.826 

-1.078.950 

-3.062 


-12.304,950 

-168.465 


Acquisitions 

Transfers from/(to) Non-current Assets Held for Sale - Note 15 

1,912.500 

2,643,040 

190.761 

61,970 


1.098,847 

. 

5.907.118 

Cost 

Accumulated Depredation 


Transfers from/(to) Investment Properties • Note 16 

- 

- 

- 

- 

- 

- 

- 

- 

Cost 

Accumulated Depredation 

- 

Transfers from/(to) Intangible Assets - Note 17 


- 

- 

- 

- 

- 

- 

- 

Cost 

Accumulated Depreciation 

* 

Revaluations 

Depreciation 

-68,504 

-683,094 

-173,102 



-525,803 

. 

-1.450.503 

Normal Depredation 

Backlog Depreaation previously not recorded 

-57.731 

-10.773 

-660,269 

-2.825 

-173,102 



-406,097 

-119,706 


-1,317.199 

-133.304 

Carrying value of disposals 

- 

- 

- 

- 

- 

-79,933 

■ 

•79,933 

Cost 

Accumuiated Depredation 






-79,933 


-79,933 

Impairment losses 

-883,617 

-37.904 

- 





-921.521 

Cost 

Accumulated Depreciation 

-883,617 

-37.904 






-921,521 

Carrying value at 30 JUNE 2006 

14,379,472 

8,587.228 

6.966,331 

61.970 

49.573 

4,068,729 


34,115.302 

Cost 

15,098.888 

19.508.317 

7.579,110 

61.970 

114,399 

5,596,611 

- 

47,959.295 

Onginal Cost 

Revaluation 

15,098.888 

19,508.317 

7.579,110 

61,970 

114,399 

5,596,611 

- 

47,959.295 


Accumulated Depreciation 

-719,416 

-10,921,069 

-610,779 

- 

-64,626 

■1,527,882 


-13.843.993 

Original Cost 

Revaluation 

-719,416 

-10,921.089 

-610,779 

- 

-64,826 

•1,527,802 


-13,843.993 
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The leased property, plant and equipment is secured as set out in Note 5 

Land and Buildings were revalued on 1 July 2008 by an Independent valuer, Vuladata Fair values were determinded by reference to observable prices In the active market or recent market transactions on arm's 
length transactions 

The book value of Property. Plant and Equipment would have been R41 386 008 on 30 June 2009, if no revaluabon took place 
Refer to Appendix B for more detail on property, plant and equipment, including those In the course of construction 

The municipality opted to take advantage of the transitional provisions as contained in Directive 4 of the Accounting Standards Board, issued in March 2009 The municipality did not measure all the Property, Plant 
and Equipment in accordance with the standard, including the following; 

Land; 

Property, Plant and Equipment financed by way of finance leases. 

Property. Plant and Equipment financed by way of provisions; 

Property, Plant and Equipment transferred as a result of the transfer of functions, and 
Componentised infrastructure assets. 

The municipality is currently in a process of identifying all Property. Plant and Equipment and have it valued in terms of GRAP 17 and it is expected that this process will be completed for inclusion in the 2010 
financial statements The Municipality is in the process of itemizing all infrastructure and community assets and will recalculate accumulated depreciation once this exercise has been completed by 30 June 2010. 
At present depreciation on these assets is calculated on an averaging basis whereby an average useful life has been estimated for each category of infrastructure and community assets, using global histoncal 
costs recorded in the accounting records. 

The municipality did not measure the following, in terms of the transitional provisions: 

• Review of useful life of item of PPE recognised in the annual finanaai statements. 

•Review of the depreciation method applied to PPE recognised in the annual financial statements 

• Review of residual values of item of PPE recognised in the annual financial statements. 

• Impairment of norvcash generating assets. 

• Impairment of cash generating assets. 
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